
INTERNAL REVENUE SERVICE Dopnrtmont of the Troaoury 

****************************** Person to Contact: ************ 
***************** Tolf~phone Number : * ***** ******** 
****************** Refer Reply to: 
************** ****** Internal Revenue Service 

*************************
******************* ************ 
************ ******

Dear Applicarit : 

We have considered your application for recognition of exemption from 
Federal Income Tax under Section 501(c)(3) of the Internal Revenue Code 

****************submitted discloses that you were incorporated on 
****************, under the nonprofit corporation laws of the Stato of 
********. 

According to your Articles of Incorporation, the purpose of your 
organization is to construct, maintain, repair and finance the water, 
sewer and roads of Cedar Grove Village and to enforce the indentures and 
restrictions of Cadar Grove Village and all other legal powers permitted 
a general. not for prof it corporation. 

************* your organization is limited to the l** owners of ***** 
************* which is a snobilb park consisting of ** hornes. 

Your priniary activity is to provide potable water, trash disposal and 
sewage treatment services for your members. You-also maintain the roads 
within the mobile home park. 

According to the financial data submitted, your organization is supported 
by member assessments. Your primary expense is the cost of providing 
services to your members. 

Section 501(~)(3) of the Code provides for the e)remption from Federal 
Income Tax of corporaticnv organized and operated exclusively for 
religioas, charitable, literary, scientific, and educatlor~al purposes; no 
part of the net earnings of which inures to any private shareholder or 
individual . 
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Section :.501(c)(3)-I of the Tax.Ragulations r~lates to the definition of 
the organization and operation of organizations described in section 
501(c)(3). It i5 quoted, In part, as follows: 
"(a) OrganizationaL and operational tests, (1) In order KO be exempt as 
an oryanization described in Section 501(c)(3), an organization must be 
both organized and operated exclusively for one or more of the purposes 
specified in such secti.on. If an organization fails to meet either the 
organizational test or tlie operational tost, i t  is not exempt, (2) The 
tarm "exempt purpose or purposes", as used in this section, means any 
purpose or purposes specified in Section 501(c)(3) . . . , I i  

"(b) O~erational test, (1) Er-i$iac~ actAvities. An organization will be 
regarded as "operated excLuaively for one or more exempt purposes only 
if it er?.gagea primarj.1~ in Soction 501(c) (3). An orgal~iaation will not 
be so reaarded if more than an insubstantial part of its activities is 
not in furtherance of an exempt purpose. (2) Distribution of earninqs. 
An organization is not operated exclusively for one or more exempt 
purposes if its net earnings inure in whole or in part to the benefit of 
private sharei~olders or individuals. . . . " 
Section 1.50l(c)(3)-l(d)(l)(ii) of the Income Tax Regulations provides 
that an organization is not organized and operated exclusively for exempt 
purposes unless it serves a public rather than a private interest, Thus, 
it is necessary for an organization seeking exemption under Section 
501(c)(3) to estahli~h thxt it is not organized sr operated for the 
benefit of private shareholders of the organization, or pe3:Gons 
controlled, directly or indiruc'tly, such as designated individuals, the 
oroator or hit; family, shareholder2 of the organization, or persons 
controiled, directly or indirectly, by such private interest. 

You do not qualify for exempt status under Section 501(c)(3) because your 
acti.vitier are not exclusively charitab1.e. You are a homeowners' 
association which is providing services to your _members. Your activities 
serve private rather than public interests and are outside the scope of 
exempt otatus under Ssction 501(c)(3) of the Code. 

AccorCingly, we have concluded that you are not entitled to recognition 
of exemption from Federal Income Tax under Section 501(c)(3) of the Code, 
since you are not organized and operated exclusively for charitable, 
religious, or other exempt purposes within the meaning of Section 
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A homeowners association may elect under the provisions of Section 528, 
to receive certain tax benefits, that, in effect, permit the exclusion of 
its exempt functioll income from its gross income. The election is made 
each year by filing Form 1120-Ha Tor more information, see Publication 
588 Tax Information for Homeowners Association attached. 

You are required to file Federal Income Tax Returns. 

Contributions made to you are not deductible by the donors as charitable 
colltributions as defined in Section 170(c) of tho Code. 

If you do not agreewith these conclusions, you may within thirty days 
from the date of this letter, file a brief of the facts, law and 
arguments (in duplicate) which clearly sets forth your position. In the 
event you desire an oral discussion of the issues, you should so indicate 
in your submission. A confarence will be ar'canged in the Regional office 
after you have submitted your brief to the Chicago District Office and we 
have had an opportunity to consider the brief and it appears that the 
conclusions reached are still unfavorable to you. Any submission must be 
signed by one of your principal officers. If the matter is to be handled 
by a representative, the Conference and Practice Requirements regarding 
the filing of a powar of attorney and evidence of enrollment to practice 
must be met. We have enclosed Publication 892, Exempt Organization 
Appeal Procedures for Adverse Determinations, which axplains in detail 
your rights and procedures, 

If you do not protest this proposed determination in timely manner, it 
will be considered by the Internal Revenue Service as a failure to 
exhaust available admilnistrative remedies. Section 7428(b)(2) of the 
Internal Revenue Code provides in part that "A declaratory judgment or 
decree under this sectiorl shall not .be issued in any proceeding unless 
the Tax Court, the Court of Claims, or the District Court of the United 
States for the District of Columbia determinas that the organizatj.on 
involved has exhausted administrative remedies available to it within the 
Internal Revenue service". 

Please keep this determination letter in your permanent records. 

If you agree with this determination, please sign and return the enclosed 
Form 6018. 
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***** ***** * * * * * * *********** *********  * * *  

I f  we do n o t  h e a r  form you w i t h i n  30 days from tho d a t e  of t h i s  le t ter ,  
t h i s  de te rmina t ion  w i l l  become f i n a l .  I n  accordance w i t h  Code Sec t ion  
6104(c), we w i l l  n o t i f y  the  a p p r o p r i a t e  S t a t e  o f f i c i a l s  of t h i s  a c t i o n .  

S i n c e r e l y  yours ,  

D i s t r i c t  D i r e c t o r  

Enclosures :  
P u b l i c a t i o n  892  
Form 6018 
P u b l i c a t i o n  588 


